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Norway’s economic plan for 1950 estimates that the 
volume of available goods and services will be about the 
same as in 1949. While domestic production will increase 
about 2-3 per cent, the volume of imports will decline. 
The value of the net national product in 1950 at market 
prices is estimated at NKr 10.9 billion, compared with 
NKr 10.5 billion in 1949, The value of goods and serv- 
ices consumed is expected to increase by about 7 per 
cent, and investments to decrease by about 10 per cent. 

The current account deficit in the 1950 balance of 
payments is estimated at NKr 1,200 million, compared 
with NKr 1,310 million for 1949. Most of the deficit will 
be covered by ECA funds, and the estimate does not take 
into account any reduction in aid. Part of the deficit, 
however, will be covered by the use of foreign exchange 
holdings, which will reduce net foreign exchange hold- 
ings by about 45 per cent. 

The value of imports, excluding ships, is estimated at 
NKr 3,700 million, against NKr 3,359 million for 1949. 
In real terms, however, imports will decrease by about 
4-5 per cent. No further increase of imports could be 
financed; therefore, if imports of goods on which con- 
trols are lifted under agreement with other OEEC coun- 
tries should exceed present estimates, imports of goods 
from non-OEEC countries would have to be cut. The 
value of imports of ships will be about 14 per cent less 
than in 1949, 


Europe 


Sterling Area and Transferable Accounts 


An editorial in the Nieuwe Rotterdamse Courant states 
that, as the countries in the sterling area limit their pur- 
chases of articles which must be paid for with dollars, 
they will then acquire these articles through purchases 
in soft currency countries; foreign countries will thus 
acquire larger amounts of sterling, and pressure on the 
rate for transferable pounds will increase. The result of 
a low rate for transferable pounds is that part of the 
U.S. imports from England is paid for with cheap ster- 
ling, and the dollars used to purchase the sterling benefit 
the country which sells its surplus pounds at a discount. 
The restriction of U.K. dollar imports may thus lead to 
smaller dollar earnings from U.K. exports. The recent 
agreement between the Bank of England and the Neder- 
landse Bank (see this News Survey, Vol. Il, p. 206), 
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The estimates for exports take into account a 10 per 
cent increase in export prices, compared with the first 
nine months of 1949, and an 11 per cent increase in 
volume, which would raise the volume to the 1938 level. 
Increased exports of all commodities except fish and fish 
products are anticipated. 

Net freight receipts in 1949 were about NKr 836 million, 
an increase of 3-4 per cent over 1948. The ton- 
nage of the merchant marine, however, increased by 
about 13 per cent. If capital expenditures for new ships 
are taken into account, the net contribution of foreign 
exchange from shipping to the balance of payments in 
1949 was negative (minus NKr 9 million). Net freight 
receipts for 1950 are estimated as 12 per cent above those 
for 1949. At the same time, payments on new ships will 
be slightly lower than in 1949, so that the net contribu- 
tion of foreign exchange from shipping, allowing for 
capital expenditures, will be NKr 111 million. The ton- 
nage of the merchant marine is larger than before the 
war, and no more permits for building new ships will be 
granted. The presently outstanding licenses will add 
about 1.5 million gross registered tons to the present 
tonnage of about 5.1 million tons. Some of the older 
ships, however, will be sold to foreign operators. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, February 10, 1950. 


which places restrictions on Dutch transferable sterling 
accounts, was an effort to check this trend. It is now made 
more difficult for the U.K.’s commercial creditors to find 
a profitable use for their sterling, and the growing ster- 
ling balances of a number of countries may be a further 
serious obstacle to the solution of the problem of the 
convertibility of European currencies. 

Source: Nieuwe Rotterdamse Courant, Rotterdam, Neth- 

erlands, January 7, 1950. 


U.K.-Belgium Agreement 

The new trade and payments agreement between Bel- 
gium and the United Kingdom is largely an extension of 
the 1947 pact which was originally due to expire at the 
end of last year. The United Kingdom has now lifted the 
ceiling on tourist expenditures (£1.1 million for the 
year 1949-50), and until June 30 an unlimited number 
of British tourists may spend an annual £50 holiday 
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allowance in Belgium. Agreement still has to be reached 

on tourist allowances in the summer season. Details of 

the trade agreement have not yet been announced. Re- 

strictions on a number of less essential imports from 

Belgium have been all but removed. 

Source: The Economist, London, England, February 11, 
1950. 


French-Swiss Financial Transactions 


A number of financial transactions—official and pri- 
vate—have taken place between France and Switzerland 
in recent months. A credit of Sw fr 250 million has been 
granted by two Swiss private banks—the Credit Suisse 
and the Société de Banque Suisse—to the nationalized 
French railroads. This operation, of which details are 
not known, was reflected in the weekly statement of the 
Bank of France of December 29, 1949. At that time, the 
railroads obtained an advance of 20 billion francs 
(equivalent to Sw fr 250 million) from the Stabilization 
Fund (which in turn was granted a corresponding ad- 
vance from the Bank of France), offering as collateral 
their loan from Switzerland. It is not clear whether the 
purpose of the Swiss loan is to cover purchases of the 
railroads in Switzerland or to provide a means of financ- 
ing their requirements in francs without being limited 
by existing ceilings or advances from the Treasury. 

The question of indemnities to Swiss holders of se- 
curities of French nationalized enterprises, which had 
led to many difficulties in the past, has now been settled. 
At the end of November 1949, an agreement was signed 
between the two countries to compensate for Swiss losses, 
notably from the nationalization of the electrical indus- 
try. Swiss claims have not been met entirely, but indem- 
nity to Swiss shareholders will probably average SW fr 50 
million; compensation titles, however, will not be en- 
tirely transferable. 

Encouragement to private capital movements from 
Switzerland to France has been provided for by Decree 
419 of the French Exchange Control Office, issued on 
September 2, 1949, which gives a number of guarantees 
(notably free repatriation of capital and profits) for in- 
vestment from Switzerland and the United States into 
France. In addition to new Swiss investments, it is ex- 
pected that the provisions of this Decree will aid the re- 
patriation of French capital held in Switzerland under 
Swiss names. Even the 25 per cent “légitimation” tax 
would be avoided in repatriating such capital under De- 
cree 419, 

A difficulty remains unsolved in the field of transfers. 
The service of a loan floated by France in Switzerland in 
1939 at 334 per cent, with a number of guarantees for 
subscribers, has caused many difficulties because of 
smuggling operations on titles, and “affidavits” and ex- 
change control regulations in France. Negotiations are 
under way toward solving the problem. 
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The solution of all these problems has been made easier 
by the continuous improvement of the French payments 
position. The net balance of the Bank of France with 
the National Bank of Switzerland, which showed a debit 
of Sw fr 347.3 million as of May 31, 1948 and of 
Sw fr 306.5 million as of December 31, 1948, has gradu- 
ally been reduced to Sw fr 150.2 million as of January 15, 
1950. 

Sources: Le Monde, Paris, France, January 25 and 31, 
1950. 


Swedish Foreign Trade 

Swedish imports in 1949 amounted to SKr 4.32 bil- 
lion, a reduction of SKr 0.6 billion from 1948. Exports 
increased SKr 0.3 billion, to SKr 4.25 billion. The trade 
deficit is therefore SKr 0.07 billion, which means that 
Swedish trade is about in equilibrium. In 1948 and 1947, 
the trade deficits were SKr 0.9 billion and SKr 2.0 bil- 
lion, respectively. The trade figures for 1949 indicate 
that the balance of payments for the year will show a 
surplus of about SKr 400 million, in contrast to a deficit 
of about the same amount in 1948. 
Source: Finanstidningen, Stockholm, Sweden, January 

28, 1950. 


Finnish Budgets 
The third and final supplementary budget for 1949 
approved by the Finnish Parliament provided for an ad- 
ditional appropriation of 5.5 billion markkas, thus bring- 
ing the total of the 1949 basic and supplementary budgets 
to 115.5 billion markkas. The 1950 budget, approved by 
the Parliament, estimates expenditures at 104.3 billion 
markkas and revenues at 104.5 billion. Apart from modi- 
fications of the stamp tax, no significant changes in tax- 
ation for 1950 were reported. The Parliament abolished 
an appropriation for the Nationalization Committee and 
thus brought to an end its activities of recommending in- 
dustries to be considered for nationalization. On the 
other hand, new appropriations initiated by the Parlia- 
ment, mainly for rural electrification and other purposes 
beneficial to rural population, totaled 2.5 billion markkas. 
Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., January 30, 
1950. 


Finnish-West German Trade Agreement 
A trade agreement between Finland and Western Ger- 
many, concluded in December 1949, provides for trade 
transactions equivalent to US$58 million both ways. The 
agreement, if carried out, will greatly expand trade be- 
tween the two countries, and will make Germany one of 
the leading trade partners of Finland. Two Finnish ship- 
ments of eggs to Germany in December 1949 are the first 
exports of such commodities since the end of the war. 
Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., January 30, 
1950. 
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Bond Issue in Spain 

A redeemable 1,880 million peseta bond issue will be 
floated by the Spanish Government on March 1. It will 
be issued at 98.25, with interest payable biannually. The 
Bank of Spain has pledged itself to rediscount the bonds 
at 90 per cent of their value. The proceeds of the issue 
will be distributed as follows: 330 million pesetas will 
be earmarked for the building of new railway lines and 
the electrification of existing lines; the National Indus- 
trial Institute will receive 950 million pesetas; the In- 
terior Colonization Institute and the Housing Institute 
will receive 250 million pesetas each; and the remainder 
will be used for the State Forests. No information con- 
cerning the nominal rate of interest is given in the pub- 
lished source. 
Source: Spanish Economic News Service, Madrid, Spain, 

January 31, 1950. 


Foreign Balances in Western Germany 


Under the present German exchange regulations, for- 
eign-owned Deutsche mark balances in Western Germany 
—recently estimated at a total of DM 500 million—are 
treated as blocked accounts, irrespective of their origin. 
Some of these balances are old accounts established be- 
fore or during the war, and subsequently converted into 
Deutsche marks at the time of the currency reform of 
June 1948. The greater part of the total amount of for- 
eign-owned Deutsche mark balances, however, are new 
accounts, accumulated in various ways in the postwar 
period, e.g., by foreign firms which have an ownership 
interest in German industry or which are carrying out 
certain business transactions with Western Germany for 
which payments in Deutsche marks are being received. 
The largest holdings in the latter category belong to for- 
eign airlines, foreign film companies, and foreign pub- 
lishers and booksellers. 

Releases from blocked accounts can be obtained only 
through special permits granted by the Bank Deutscher 
Lander (Central Bank) for certain types of payments. 
Among the purposes for which such releases are being 
granted at present are premium payments for insurance 
policies, payments for bank commissions, payments for 
charges connected with import and export transactions, 
payments arising from contracts made before the end of 
the war, participations in German enterprises, travel ex- 
penses, maintenance allowances for relatives, and pay- 
ments made in the settlement of estates (inheritances). 
Up to now, foreign owners of Deutsche mark balances 
have been unable to obtain releases for investment pur- 
poses, but the easing of exchange restrictions is contem- 
plated for the near future, in order to channel some of 
these funds into building construction for the benefit of 
the German economy. A further relaxation of controls 
seems to be advisable for other reasons. For instance, 
it has been reported that foreign owners of blocked bal- 
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ances (particularly film companies) have recently tried 
to dispose of their Deutsche mark holdings on the black 
market. 

The problem of the foreign-owned balances can be 
settled only in consultation with the Allied authorities. 
These matters are closely tied in with the whole complex 
problem of foreign investments in Western Germany on 
which Allied decisions are still pending. In this connec- 
tion, it should be noted that foreign-owned foreign ex- 
change balances in Western Germany (e.g., those falling 
under the prewar standstill agreements) have remained 
outside the regulations discussed above (which are ap- 
plied onty to foreign-owned Deutsche mark balances) 
and therefore cannot be disposed of in any form. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Jan- 

uary 23, 1950. 


Poland’s Foreign Trade 

Polish imports and exports in 1949 amounted to the 
equivalent of US$1,200 million, or about 15 per cent 
more than in 1948. Forty-five per cent of total trade was 
was with the U.S.S.R. and other countries of Eastern 
Europe. 
Source: Polish Research and Information Service, Biule- 


tyn, New York, N. Y., February 2, 1950. 


Czechoslovak Banking Situation 

The rise of Czechoslovakia’s savings deposits, which 
had been rapid during the three years following the 
monetary reform of November 1945, slowed down re- 
markably in 1949, while deposits on current account ex- 
panded considerably. Savings deposits increased only 2.2 
billion korunas, to 33.8 billion; deposits on current ac- 
count, in contrast, rose 72.6 billion korunas, to 126.8 bil- 
lion. Of the Jatter, Postal Savings Bank deposits rose from 
16.5 billion korunas to 80 billion, and deposits with other 
banks (commercial banks, Investment Bank, and People’s 
Banks) increased from 37.7 billion to 46.8 billion. 

The principal factors responsible for the increase in 
bank deposits were an 8 per cent rise in industrial pro- 
duction (to 111 per cent of the 1937 level) ; the institu- 
tion in the nationalized enterprises in the late months of 
1948 of a single account system, with payments by check; 
and, most important, the adoption of a double price sys- 
tem in January 1949 (see this News Survey, Vol. I, p. 
248), aimed primarily at wiping out the inflation arising 
from the accumulation of cash by the population. A con- 
siderable part of the increase in deposits on current ac- 
count with the Postal Savings Bank represented the cash 
surplus of the State, as a result of larger revenue from 
the turnover tax on sales in the free market. 

Bank credit increased by 75.3 billion korunas, to 199.1 
billion, of which 84.8 billion was investment credits (50.7 
billion in 1948), and 114.2 billion was other credits (73.1 
billion in 1948). In addition, banks decreased their bor- 
rowings from the National Bank by 5.1 billion korunas, 
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to 25.1 billion; this was reflected in a drop of bank notes 

in circulation, from 72 billion to 66.6 billion korunas. 

Sources: National Bank of Czechoslovakia, Weekly State- 
ment, Prague, Czechoslovakia, December 31, 
1949; International Monetary Fund, /nterna- 
tional Financial Statistics, Washington, D. C., 
January 1950; Hospodar, Prague, Czechoslo- 
vakia, January 12 and February 2, 1950. 


Middle East 


Egypt’s Hard Currency Earnings 

Egypt’s Minister of Finance has stated that $25 mil- 
lion of gold and $22 million of U.S. Treasury short-term 
issues have been purchased as backing for the Egyptian 
pound. Heretofore, the currency has been supported by 
British Government bonds. The purchase is reported to 
have been financed by the sale of Egyptian cotton for 
hard currencies. 

Since its resumption of cotton sales for hard curren- 
cies in August 1949, the Government has acquired 
US$18.5 million, 3.6 million Swiss francs, and 28.8 mil- 
lion Belgian francs. 

Sources: Al Basir, Alexandria, Egypt, January 31, 1950; 
Al Ahram, Cairo, Egypt, February 10, 1950. 


Egypt’s National Income 

Egypt’s national income is now estimated at £E580 
million (US$1.7 billion), agriculture accounting for 
£E224 million, industry £E51 million, commerce £E282 
million, and services £E23 million. The per capita in- 
come is accordingly estimated at about £E29 (US$83.2). 
Source: Al Ahram, Cairo, Egypt, February 4, 1950. 


Import Restrictions in Iraq 
The Iraqi Government has issued a new regulation 
prohibiting imports of motor cars from both the scarce 
currencies area and the sterling area; and it has canceled 
all permits for cars granted to individuals but for which 
no import license has been issued to the companies con- 
cerned. These provisions are intended to conserve the 
wealth of the country, to preserve scarce currencies 
needed for more essential commodities and for develop- 
ment schemes, and to prevent illegal entry of cars into 
the country. 
Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., February 13, 
1950. 


Syro-Lebanese Foreign Trade 

Imports into the Syro-Lebanese Customs Union in 
1949 are estimated at LLS 516 million (LLS 1 = $0.45) 
and exports from the Union at LLS 111 million. 
Although the trade deficit for the year (LLS 405 million) 
was the same as in 1948, it showed signs of declining; 
whereas it amounted to LLS 231 million in the first half 
of 1949, it was only LLS 174 million in the second half. 
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This drop must be accounted for by the completion of 
the Iraq Petroleum Company pipeline in July, which re- 
sulted in a reduction of imports from Great Britain from 
LLS 64 million in the first half of the year to LLS 43 
million in the second half, and by increased cereal ex- 
ports, mainly to Italy. Exports to Italy, which were LLS 
3 million in the first half of the year, increased to more 
than LLS 10 million in the second. Italy now ranks first 
among the Customs Union markets. The United States 
is the most important supplier; in 1949 it provided the 
Union with about one fourth of its total imports. Other 
important suppliers are Great Britain and France. 

Source: Le Commerce du Levant, Beirut, Lebanon, Jan- 

uary 28, 1950. 


Export-Import Bank Loan to Israel 
The Export-Import Bank of Washington has author- 
ized further’credits of $20 million to Israel for the pur- 
chase of U.S. equipment, materials, and services neces- 
sary for continuing a development program which in- 
cludes the building of houses, the construction of inter- 
urban highways, and the expansion of water supply and 
sewage-disposal facilities. Thus far a total of $93.3 mil- 
lion has been granted to Israel under the $100 million 

earmarked for it in January 1949. 
Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., February 2, 1950. 


Far East 


Indian Economic Plans 

In his address to Parliament, the President of the In- 
dian Republic indicated the Government’s desire (a) to 
reduce defense expenditures as a measure of economy as 
well as a gesture of peace, and (b) to establish a Na- 
tional Planning Commission, so that the best use could 
be made of available resources for the nation’s develop- 
ment. 
Source: Indian Embassy, Indian News Bulletin, Wash- 

ington, D. C., February 2, 1950. 


India’s Cotton Export Prices 

The Government of India has decided to remove con- 
trol over the sale price of cotton piecegoods to overseas 
buyers. The sales by mills to exporters will, however, 
continue to be controlled. 
Source: Reserve Bank of India, Indian News Digest, 

Bombay, India, February 1, 1950. 

Financial Situation in Taiwan 

The contraction of commercial credits by local com- 
mercial banks and the Bank of Taiwan, and the resultant 
sharp increase in black market interest rates, were the 
outstanding money market developments in Taiwan in 
October. Black market interest rates reached 0.7 per cent 
per day, a record high since the introduction of the new 
Taiwan currency in June 1949. Commercial loans for 
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the month were Taiwan yuan 6.9 million, a decrease of 
34.2 per cent from the September total. The Bankers’ 
Syndicate for Emergency Loans to Private Enterprise 
exhausted the funds at its disposal for the month, by 
making loans of TY 442,500 to local factories, which was 
only slightly more than half the amount lent to industries 
during September. Inasmuch as demands for industrial 
loans continued strong, the Syndicate was to resume op- 
erations in November, with another appropriation by 
member banks of TY 1.25 million. 

The provincial Government announced that the bank- 
note issue of the Bank of Taiwan as of October 31, 1949 
was TY 122 million. This is an increase of TY 9 million 
for the month, which is the lowest monthly increase since 
the inauguration of the new currency. However, as of 
the end of October, the total note issue had increased 
179.8 per cent. since the currency.reform in June. It is 
officially stated that the entire note issue is backed by 
gold reserves. 

The official rate of exchange between the Taiwan cur- 
rency and the U.S. dollar is still 5 to 1; the curb rate was 
6.55 to 1 on October 1 and 7.50 to 1 on October 31. The 
market price of gold bars of one shih-liang (equivalent 
to 1.323 ounces), which was TY 370 on October 1, fell 
to TY 362 on October 31, while the official buying price 
remained at TY 336. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., February 6, 
1950. 


Export-Import Bank Loan to Indonesia 
The Export-Import Bank of Washington authorized on 
February 10 the establishment of credits up to $100 mil- 
lion for the Republic of the United States of Indonesia, 
repayable over twenty years, with interest at 314 per cent 
annually. The funds will be used to assist in financing 
imports of U.S. capital goods for agriculture, the proc- 
essing of agricultural products, and transportation. 
Source: The Export-Import’ Bank of Washington, Press 
Release, Washington, D. C., February 10, 1950. 


United States and Canada 


North American Newsprint Situation 

Canadian and U.S. consumption of newsprint has in- 
creased since 1946 more rapidly than production. This 
disparity has been met mainly by increasing imports 
from Europe (in 1947 and 1948) and decreasing over- 
seas exports (in 1948 and 1949). The 1949 production 
of 6.1 million short tons was 15 per cent greater than in 
1946, while consumption of 5.9 million short tons was 
29 per cent above the 1946 level. Overseas exports, how- 
ever, dropped 35 per cent, to 463,000 short tons; imports 
from Europe, at 258,000 short tons, were nearly nineteen 
times greater than in 1946, but slightly less than in 1948. 


Newsprint stocks have increased throughout the period, 

but in 1949 the rise amounted to only 6,000 short tons. 

Source: Bank of Canada, Statistical Summary, Ottawa, 
Canada, January 1950. 


U.S. Government Tax Revenue 

Total tax revenues of the U.S. Government were $40.5 
billion in 1949, a 44% per cent decrease from the $42.3 
billion collected in 1948. The chief cause of the decrease 
was a decline in individual income tax collections, from 
$20.3 billion to $17.8 billion. The largest increase in 
collections in 1949 was that on corporation income and 
profits, up by almost $900 million. Although collections 
from most other tax sources changed only slightly, pro- 
ceeds from estate and gift taxes fell 16 per cent and those 
from retailers’ excise taxes declined 8 per cent. Manu- 
facturers’ excise taxes were up slightly, from $1,745 mil- 
lion to $1.796 million; alcohol taxes rose from $2;177 
million to $2,204 million. Employment taxes fell slightly, 
from $2,465 million to $2,460 million. 
Source: U.S. Treasury Department, Press Release, Wash- 

ington, D. C., February 13, 1950. 


U.S. Employment and Production 

The Department of Commerce estimates that unem- 
ployment in the United States in January was 991,000 
above that in December. The January figure was a post- 
war high of 4,480,000, or about 7 per cent of the civilian 
labor force. The corresponding rise from December to 
January a year ago was 723,000, and the amount of un- 
employment in January 1949 was 2,664,000, or about 4 
per cent of the civilian labor force. Despite the much 
larger increase this year, the Department stated that it 
appeared to be due primarily to seasonal factors. Total 
civilian employment in January 1950 was 56,947,000, 
against 58,556,000 in December 1949 and 57,414,000 in 
January 1949. 

According to preliminary estimates, industrial produc- 
tion rose slightly in January. The major increase was in 
durable-goods production (almost 4 per cent), but non- 
durable output also rose a little. Output of minerals con- 
tinued to fall, mainly because of the coal strike. The in- 
dex for total industrial production was 182 (1935-39 = 
100) in January, 3 points above the preceding month but 
9 points below January 1949. 

Sources: U.S. Department of Commerce, Press Release, 
February 6, 1950, and Council of Economic 
Advisers, Economic Indicators, February 1950, 
Washington, D. C. 


Canada’s Import Restrictions 

Canada’s Minister of Finance has announced further 
relaxations of import controls, effective April 1 and July 
1, 1950. On April 1, all import prohibitions will be re- 
moved from plumbing and bathroom fixtures, cocoa, and 
coffee; certain glassware will be transferred from the 
prohibited to the quota list; while paper products, pearls, 
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and mineral wool, now prohibited, will be allowed entry 
from soft currency areas under open general permits and 
entry under quota from hard currency countries. The 
import quota for textiles from “scheduled” countries 
(chiefly the United States) will be increased by 10 per 
cent, or from 40 per cent of imports during the base year 
ended June 30, 1947, to 44 per cent. In addition, Switz- 
erland, the only Western European country on the 
“scheduled” list, is being transferred to the non-scheduled 
group. Thus all imports of quota goods from Switzer- 
land will be admitted under open general permit as from 
April 1, 1950. 

Effective July 1, refrigerators, washing machines, ra- 
dios, phonographs, small boats, pianos, organs, and 
canned and frozen vegetables will be transferred from the 
prohibited to the quota list. The following items, now 
on the’ prohibitéd list, will be permitted entry from non- 
scheduled countries under open general permit and from 
“scheduled” countries under quotas: electric dishwash- 
ers, mixers and ironers, juice extractors, and garbage 
disposal units. 

These changes eliminate most of the prohibitions on 
imports. As originally drafted, the prohibited list ap- 
plied to about Can$150 million of annual imports. After 
July 1, the total value of imports affected by prohibitions 
will be less than Can$25 million on the basis of 1946-47 
trade. It is hoped that this decontrol will encourage im- 
ports from the United Kingdom and Western European 
countries. Imports from the United States are not ex- 
pected to rise to precontrol levels because Canadian pro- 
ducers have become increasingly able to supply the mar- 
ket, and devaluation has meant a ten per cent increase 
in the cost of American goods. It is assumed, however, 
that prices will drop. 

Source: The Globe and Mail, Toronto, Canada, Febru- 
ary 9, 1950. 


Latin America 


Dollar Position of Latin America 

From the end of the war up to early 1948, the Latin 
American countries suffered severe balance of payments 
deficits with the United States, largely because of a sharply 
increased volume of imports to satisfy wartime deferred 
demand for consumer and capital goods. Since then, 
however, a majority of these countries have brought 
their financial relations with the United States into closer 
balance by tightening trade and exchange controls, and 
recently, in some cases, by depreciating their currencies. 
Consequently, Latin America’s balance of payments with 
the United States, particularly its trade balance, as well 
as its gold and dollar holdings, has shown a gradual im- 
provement. The over-all picture, however, does not ap- 
ply to some individual countries which have suffered a 
further deterioration in their dollar positions. 
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In contrast to the losses suffered in 1947, most Latin 
American countries during 1948 and 1949 were able to 
reduce, and in some cases to reverse, the drain on their 
gold and dollar holdings. This was made possible by a 
striking reduction in Latin America’s deficit in trade and 
other current transactions with the United States, and 
by the opening up of new sources for financing that defi. 
cit. (The trade deficit was reduced from $1,708 million 
in 1947 to $829 million in 1948, and an estimated $475 
million in 1949.) ECA purchases in Latin America and 
the export surplus with Western Germany became in- 
creasingly important during 1948 and 1949; and the 
IBRD and the IMF provided $105 million in 1949 to 
Latin American countries. 

The improvement in the Latin American trade balance 
with the United States was due to a cut in imports of 
nearly 30 per cent between 1947 and 1948, and -to the 
maintenance of a high level of exports. The import re- 
ductions were achieved in most cases with the help of 
stringent, selective import controls. Latin America main- 
tained the aggregate values of its exports to the United 
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FINANCIAL NEWS SURVEY 


States during 1948 and 1949 at 34% times the 1936-38 
level. Exports on the whole were affected relatively little 
by the 1948-49 inventory adjustments (and consequent 
price changes) in the United States, but some of the 
mineral producing countries (notably Chile, Peru, and 
Mexico) felt the adjustments rather keenly, as their min- 
eral export proceeds decreased substantially. In the last 
quarter of 1949, Brazil and Colombia achieved sizable 
export surpluses with the United States, as coffee prices 
rose to unparalleled heights as a result of poor crop pros- 
pects in Brazil and Central America and the depletion of 
coffee stocks in Brazil, in the face of continuing high 
world demand. 

Whether the major adjustments in Latin American ex- 
change rates which took place in 1948 and 1949 will help 
the Latin American economies to achieve a closer bal- 
ance_in. their payments relations with the United States 
will depend very largely on the nature and scope of the 
internal measures, fiscal and monetary, which the coun- 
tries adopt. 

Source: Federal Reserve Bank of New York, Monthly 
Review of Credit and Business Conditions, New 
York, N. Y., February 1950. 


Mexico’s International Reserves 


In rectifying inaccurate information about Mexico’s 
reserve position, the Director General of the Bank of 
Mexico stated that at the end of 1949 the Bank’s reserves 
amounted to $159 million, an increase of $64 million 
since June when the peso was devalued. A further in- 
crease in reserves is expected in 1950. 

Source: Hispano Americano, Mexico, D. F., February 3, 
1950. 


Employment in Honduras 


Much consternation has been caused in Honduras by 
the United Fruit Company’s announcement that it will 
proceed to discharge 25 per cent of its workers, in order 
to reduce expenditures. The latest available figures 
(1948) place employment by the Company in Honduras 
at 24,858. Next to the Government, this banana com- 
pany is the largest single employer in the Republic. 
Source: Hispano Americano, Mexico, D. F., February 13, 

1950. 


Monetary Legislation in Costa Rica 

The Costa Rican Congress has recently passed a law 
creating the Central Bank of Costa Rica. This institu- 
tion will enjoy full issue powers, and perform other Cen- 
tral Bank functions previously held by the Issue Depart- 
ment of the Banco Nacional de Costa Rica. The new Cen- 
tral Bank is to be divided into four departments: eco- 
nomic studies, foreign trade, accounting, and auditing. 

A new exchange law is currently being considered by 
the Congress. If passed, it would be administered by the 
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Foreign Trade Department of the Central Bank. Its most 
important features may be outlined briefly: 

1. “Black market” draft dealings are to be legalized. 
To the “free” market will accrue all invisibles, like tour- 
ist expenditures, remittances, agents’ commissions, diplo- 
matic expenditures, unregistered capital movements, etc. 
—in other words, all transactions now being carried on in 
the black and free markets. 

2. Imports will continue to be divided into the four 
categories: preferential, first, second, and third. 

3. Official exchange will continue to be made available 
for only preferential category imports, students, govern- 
ment services, and profits arising from registered foreign 
investments. Sales of exchange for imports will be sub- 
ject to a 10 per cent surcharge. 

4. For the three other categories of imports, free mar- 
ket exchange will have to be secured, and will he subject 
to exchange surcharges of 10, 55, and 75 per cent for the 
first, second, and third categories, respectively. The Cen- 
tral Bank may intervene in the free market. 

5. Every importer will be free to import without prior 
application to the Exchange Board, and advance deposit 
requirements are to be abolished. 

6. Imports cannot be cleared through customs without 
payment of the surcharges, regardless of the source of 
the foreign exchange. 

7. All proceeds from surcharges—except for a maxi- 
mum 10 per cent which may go to the Government to 
compensate for a reduction in customs receipts—will be 
applied to amortization of the Government debt to the 
banking system. 

Provisions are made to allocate not less than 20 per 
cent of the over-all quota of foreign exchange for any 
specified period for the payment of arrears and the free 
market. 

The law gives the Central Bank authority to sell official 
foreign exchange for purposes not contemplated in the 
law, whenever it seems necessary to satisfy an urgent 
need of the country. The chronological allocation of 
foreign exchange will be maintained. For imports and 
services included in the preferential category and for 
raw materials, however, the chronological order may be 
altered at the request of the Government, or of official, 
semi-official, and charitable institutions. Goods not spe- 
cifically included in the first three categories will be con- 
sidered to be in the third category. Any request for 
shifting goods into preferential categories will be acted 
upon by the Central Bank within five days. 

Source: La Gaceta-Diario Oficial, San José, Costa Rica, 
February 11, 1950. 


Bolivian Tin 
The purchase of $7.8 million worth of tin concentrates 


from Bolivia was approved by ECA for the week ended 
February 10. This procurement authorization, which 
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was issued for the United Kingdom, represented nearly 

25 per cent of the dollar value of ECA approvals for the 

week. 

Source: The Journal of Commerce, New York, N. Y., 
February 14, 1950. 


Ministerial Appointments in Chile 


Mr. Arturo Maschke has been named Minister of Fi- 
nance in Chile. He was formerly the General Manager 
of the Central Bank of Chile and Governor for Chile of 
the Fund and the International Bank for Reconstruction 
and Development. Chile’s recently appointed Minister of 
Economy is Mr. Eugenio Vidal de la Fuente, the former 
Vice President of the National Foreign Trade Council. 


Argentina’s Sterling Shortage 

Under the terms of the current Anglo-Argentine Trade 
Agreement, the meat price and trade schedules for the 
second year beginning July 1, 1950 are to be reviewed not 
later than the end of February. The Economist reports 
that the negotiations this year will be dominated by Ar- 
gentina’s shortage of foreign exchange. Although the 
returns of the Argentine Central Bank show foreign ex- 
change holdings of $600 million or more, these holdings 
include large credits granted by Argentina to Spain some 
years ago. When the Central Bank’s net sterling holdings 
were reduced to £2 million by the railway purchase in 
February 1948, it was expected that Argentina’s surplus 
with the sterling area on current account would allow 
these balances to rise to more than £100 million by the 
end of 1949. The excess of British imports from Argen- 
tina (valued c.i.f.) over British exports to Argentina 
(valued f.o.b.) in the 20 months from February 1948 
has in fact amounted to only £70 million; and this sur- 
plus seems to have been very nearly wiped out by Ar- 
gentina’s purchases, chiefly of oil, from the sterling area 
and the invisible payments it has made. 
Source: The Economist, London, England, February 11, 

1950. 


Argentine Trade Agreements 


On January 21 Argentina and Yugoslavia concluded 
a trade agreement providing for an exchange of goods 
to the equivalent of US$44.7 million. Argentine imports 
from Yugoslavia are to include cement, wood products, 
minerals and metals, tobacco, hemp, and hops, while 
Argentine exports to Yugoslavia are to consist mainly of 
leather, wool, linseed oil, and tallow. Fixed quotas for 
exports and imports have been established, but special 
provisions in the agreement will make it possible for 
trade to be expanded beyond these quotas. 

A one-year trade agreement providing for an exchange 
of goods equivalent to US$30 million has recently been 
concluded with Austria. Imports from Austria will be 
mainly iron and steel, timber, paper, cellulose, machin- 
ery, and electrical equipment, in return for Argentine ex- 
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ports of meat, fats, edible oils, linseed oil, wood, hides, 

and fodder. Payments will be settled through dollar ac- 

counts established with the Austrian National Bank and 

the Central Bank of Argentina. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
January 26, 1950. 


Other Countries 
Australian Wheat Crop 


The official estimate of this season’s Australian wheat 
crop is 215 million bushels, against 191 million last year. 
This year’s crop is expected to realize £A80 million. 
Source: Records and Statistics, Supplement to The Econ- 

omist, London, England, February 11, 1950. 


Australian Gasoline Rationing 


The rationing of gasoline has ended in Australia. It is 
estimated in London that the decision will involve the 
import of an additional 150,000 tons of gasoline at an 
annual cost of $4-5 million. 


Source: The Times, London, England, February 9, 1950. 


Gold Mining Capital 

The raising of capital for the gold mines in the Orange 
Free State this year has so far hinged largely on the re- 
quirements of Free State Geduld. Shareholders of this 
company were to be asked on February 14 to approve 
the issue of 3 million 5 shilling reserve shares; 1 million 
shares were to be offered immediately to shareholders at 
70 shillings a share on a one-for-five basis subject to 
Treasury consent for the proportion offered to share- 
holders in the United Kingdom. On subscription, this 
would bring the issued capital up to 6 million 5 shilling 
shares. At the present price of £41, the present market 
capitalization of the company is just over £20 million. 
Source: The Economist, London, England, February 11, 

1950. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 

+ but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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